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SACRAMENTO UPDATE

This memorandum contains an update on the State Budget including information on a
proposal to extend the life of redevelopment projects, a pursuit of a County position on a
State Budget item regarding reductions to court security funding, the status of a
County-advocacy bill, information on a bill of County interest relating to a proposed
hospital provider fee, and a roster containing the status of all bills with a

County-advocacy position.

State Budget Update

The State Budget stalemate continues in Sacramento as Governor Schwarzenegger
and the four Legislative Leaders, known as the Big Five, have not been able to reach an
agreement to address the estimated $26.3 billon deficit. The Big Five were scheduled
to resume negotiations on Monday; however, Assembly Speaker Karen Bass boycotted
the meeting and has indicated that she may not participate in future meetings unless the
Governor stops putting things on the table unrelated to the budget. Speaker Bass has
expressed serious concerns about some of the Governor's latest reform proposals
which would require deeper reductions to various health and human services programs.

Both houses held brief sessions on Monday to handle procedural matters, but no action
on the State Budget was taken.

New Proposal to Shift Funds from Redevelopment Agencies

The Governor's May Revision proposed to statutorily fix the Educational Revenue
Augmentation Fund (ERAF) shift of $350 milion from Redevelopment Agencies (RDAs)
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to reduce the State General Fund obligation to fund schools by an equal amount. The
ERAF shift was adopted as part of the FY 2008-09 State Budget Act but it was
contested in court. On June 15, 2009, the Conference Committee adapted trailer bil
language to shift the funds and further recommended to extend the FY 2008-09 ERAF
shift for two additional years, bringing the total shift to $1.05 billion over a three year
period. This proposal is currently stalled because of the State Budget stalemate.

However, according to the Sacramento advocates, another proposal is being
considered which would allow a one year extension on all redevelopment projects
Statewide without having to make a finding of blight. It is reported that this extension to
RDAs would be in exchange for an estimated $1.3 billon transfer of propert taxes
to fund schools, and an additional $350 million from the extension of .the
FY 2008-09 ERAF shift to FY 2009-10 bringing the estimated shift to schools to
$1.65 billion. The Sacramento advocates further indicate that there are rumors
circulating that the proposed RDA extensions could be longer, in some cases 10 years
to 30 years.

While this proposal is still in the rumor stage and no trailer bill language is available, if
approved, it would have serious financial implications for the County in future years.
We will continue to closely monitor it and will work with the affected County departments
to assess the potential impact on the County.

Pursuit of County Position on a State Budget Item

As reported in the June 29,2009 Sacramento Update, ABX3 37 (Evans) was the State
Budget trailer bill which would have imposed reductions on Superior Courts, Corrections
and the Department of Justice. Although ABX3 37 died in the Senate, according to the
author's staff similar language is likely to be amended into ánother vehicle to be
considered as part of the Fourth Extraordinary Session declared by the Governor on
July 1, 2009.

ABX3 37 would have allowed the courts to close one day a month in FY 2009-10 and
would have limited reimbursement to counties for deputy sheriff court security costs to
that of a mid-range deputy in a county, not including overtime pay. It also would have
required the courts to renegotiate a memorandum of understanding (MOU) with a sheriff
or county to reduce the compensation provided because of the reduction in the need for
security services that would result from the closure of the courts. Additionally, the
measure would have eliminated reimbursement for costs associated with providing
retiree health benefits for court security personneL.

The Sheriff's Department indicates that the proposal to require renegotiation of an MOU
would impose significant costs on the County, and it would provide very little incentive
for local courts to work with sheriffs and boards of supervisors. Further, the existing
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MOU between the County and the Superior Court requires retiree health benefit costs to
be reimbursed to the County. The Sheriffs Department estimates that the reduction in
reimbursements related to the proposed court closure would result. in a loss of
$8 million, and the elimination of the reimbursement for retiree health benefit costs
would result in a loss of $4.6 million.

Opposition to these provisions of ABX3 37 is consistent with existing Board policy to
oppose legislation that would transfer to the County any costs or revenue losses
incurred by another jurisdiction and the existing negotiated MOU between the County
and the Superior Court. Therefore, the Sacramento advocates wil oppose any
measures which include the provisions contained in ABX3 37 unless amended to
eliminate the requirements to renegotiate the County's MOU with the Superior
Court, reduce reimbursement to the County for court security services, and
eliminate the reimbursement of retiree health benefit costs.

Status of County-Advocacy Legislation

County-supported and amended AB 410 (De La Torre), which would provide that
$5 million from the Safe Drinking Water, Water Quality and Supply, Flood Control,
River and Coastal Protection Bond Act of 2006 (Proposition 84) shall be made available
to the Department of Water Resources for allocation, consistent with. specified
provisions of the act, to specified regions for the preparation of salt and nutrient

management plans consistent with the recycled water policy of the State Water
Resources Control Board, was amended on June 26,2009.

The June 26, 2009 amendments would: 1) delete the $5 million appropriation for the
preparation of salt and nutrient management plans; 2) change the source of funding for
the preparation of salt and nutrient management plans from the $100 million in
Proposition 84 for the Inter-regional/unallocated funding category to the $1 billion
available in Proposition 84 for' all hydrologic regions; 3) require the Department of Water
Resources, in providing grants to those hydrologic regions, to give additional
consideration to proposals for the preparation of salt and nutrient management plans;
and 4) increase the Statewide recycled water goal from 1.3 million acre-feet of water to
1.525 million acre-feet of water per year by 2020, and from 2 million acre-feet of water
to 2.525 million acre-feet of water per year by 2030.

As amended, AB 410 is stil consistent with existing policy to: 1) to encourage water
conservation and increase the efficiency of water use; 2) increase the use of recycled
water within Los Angeles County; and 3) support funding for the design and
construction of a recycled water system for the Antelope Valley to reduce reliance on
imported water and improve water supply reliability. Therefore, the Sacramento
advocates will continue to support AB 410, and request that it be amended to
appropriate $20 million from the $100 million available for the Inter-regional/unallocated
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funding category for the preparation of salt and nutrient management plans. AB 410 is
currently in the Senate Environmental Quality Committee awaiting a hearing date.

Legislation of County Interest

AB 1383 (Jones), as amended July 1, 2009, would impose a hospital provider fee,
except on designated public hospitals, to provide increased Medi-Cal reimbursement to
both public and private hospitals. It would require the State Department of Health Care
Services to seek a Medicaid State plan amendment from the Federal government to
implement a supplemental payment system for hospitals, and to obtain any other
Federal approvals and waivers necessary to obtain the maximum Federal financial
participation. The California Association of Public Hospitals and Health Systems
supports the bill and has been working with the author and sponsors regarding the
effect of the fee proposal on the current and next Medi-Cal waiver and on public
hospitals. AB 1383 will be heard today in the Senate Health Committee.

Master Bil List

A roster containing the status of all bills with a County-advocacy position is attached.

We will continue to keep you advised.

WfF:RA
MR:IGEA:er

Attachment

c: All Department Heads
Legislative Strategist
Local 721
Coalition of County Unions
California Contract Cities Association
Independent Cities Association
League of California Cities
City Managers Associations
Buddy Program Participants
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